Abstract
Introduction
While foreign direct investment (FDI) is fundamental in an economy, it should be noted that a large proportion of FDI in South Africa takes the form of mergers and acquisitions instead of greenfields entry. Taking over an existing business may not necessarily translate into more employment at least until the foreign investor sees an opportunity for growth. The attitude towards inwards Foreign Direct Investments has changed considerably over the last couple of decades, as most countries having relaxed their policies to attract investments from multinational corporations (Blomstrom and Kokko, 2003) . The relaxed policies include granting investors easier entry, ability to borrow locally, relaxation of land and mining concession ownership. The foreign direct investments is associated with some positive effects such as adoption of foreign technology and know-how, which can happen in different ways like licensing agreements, employee training and the introduction of new processes and the linkages between foreign and domestic firms (Alfaro et al, 2006) . It can be argued that the dynamics of FDI can be determined by the response of some fundamental macroeconomic variables such as employment, Inflation, real exchange rates and interest rates.
Unemployment in South Africa (SA) is heavily concentrated among young unskilled and black population.SA has been and it is still having a poor record on unemployment and this poor record on employment represents not only economic tragedy , it poses a significant threat to the stability and eventual health of SA democracy (Rodrick 2006) Mwilima (2003) , suggests that the mechanism that is used for inward and the type of FDI that is received by a country will have a varying impact on job creation for domestic economy. The study laid a specific emphasis on Africa as a whole and he takes an example of an inward FDI that comes in the form of a cross border merger and acquisition which is likely to have a less impact on the local labour market as compared to Greenfield investments where firms seek new labour markets to function. In his context, he suggest that the international experiences have shown that is hardly accompanied by a substantial employment creation and in some cases it might even lead to job losses in a case where public companies are privatised. Thomo (2010) in his investigation of FDI on skills development and job creation in SA concluded that an inward FDI impacts positively on job creation when in the form of Greenfield investments. His study used questionnaires designed to collect both quantitative and qualitative data through closed and open ended questions. Mpanju (2012) uses the OLS method to analyse the data collected from 1990 to 2008 of FDI and economic growth, and from the results obtained the conclusion was made that Tanzania's employment does not depend upon . The data that was collected on the study, it is evident that most jobs came from the economic infrastructure, manufacturing sector &agricultural sector of which these are the sectors that mostly require low-medium skilled participants. Rizvi et al (2009) used a panel data analysis on the impact of FDI on employment opportunities with empirical evidence from Pakistan, India and china, and the data used was for the period of 24 years (1985 -2008) . The long run relationship for the variables was conducted by firstly checking the order of integration by applying the unit root tests given by IM -Pesaran-Shin (IPS) and the Pedrons test of cointegration. The last stage was to apply a Seemingly Unrelated regression (SUR) test to find out whether has an Impact on employment opportunities on the three countries. The results showed that FDI does not have any impact on the creation of employment on the above mentioned three countries. Macuk et al (2013) used somewhat a similar approach of data testing from a panel of data of seven developing nations. On the panel unit root test, they performed the LLC and the IPS tests and for panel cointegration tests they performed Pedroni's 1 tests in determining the long run relationship between and Unemployment. The findings indicated that there was a long run relationship between variables and that increases unemployment in turkey and Argentina and reduces unemployment in Thailand. The analysis argued that these negative effects of on unemployment is mainly the end results of brownfield investments which is composed of mergers and acquisitions
Empirical Literature

Method of Analysis
The interrelationship between FDI and employment is established using the vector error correction (VECM) model bestowed within the vector autoregression (VAR) developed by Johansen (1988) and Johansen (1991) . The general dynamic form of the econometric model used in this study is: ……………………………………….. (1) 1 See Pedroni (1999) 1 9 7 2 1 9 7 5 1 9 7 8 1 9 8 1 1 9 8 4 1 9 8 7 1 9 9 0 1 9 9 3 1 9 9 6 1 9 9 9 2 0 0 2 2 0 0 5 2 0 0 8 2 0 1 1
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Where, FDIt= foreign direct investment, Xt-i = represents the set of all explanatory variables to be included in the model and their lags, including the main explanatory variable (employment). Dt represents a set of deterministic terms (dummies, trends and others). t is a well behaved error term. Consequently, specifying equation (1) as a VAR system of equations gives equation (2), which is compactly written as equation (3): ……..…………….………………… (2) ……………………………………...…………………………… (3) where , , , ……………………… (4) is the summation of vector of lagged endogenous variables in the system. is a nx1column vector of all variables that enter system, = Vector holding deterministic terms (intercepts, trends, dummies), = nx1 dimensional vector of multivariate random errors with mean zero and covariance matrix, thus error terms are assumed contemporaneously correlated but not autocorrelated, = matrices of coefficients to estimated. Therefore, in order to capture the short-run dynamics of variables in the system, equation (2) is parameterized to give the VECM specification, given in equation (5) below.
……………………………………….(5)
Where matrix = (thus is disintegrated into two matrices of dimensions [n x r], and r is the number of cointegrating vectors), α is a matrix of adjustment coefficients or the loading matrix and contains the short run dynamics while β is the matrix containing the long run equilibrium relationships or long run coefficients.
Unit root tests
Testing for the stationarity of economic time series is crucial since standard econometric methodologies assume stationarity in the time series while they are, in fact, non-stationary and thus leading to inappropriate statistical tests and erroneous and misleading inferences. In empirical research, regressing of one non-stationary series on the other may lead to spurious regression, which adversely affects the legitimacy of the standard statistical tests. Various solutions are proposed to deal with non-stationary time series; these include differencing of the series to reach stationarity. The most notable tests include the ADF proposed by Dickey & Fuller (1979) as well as the PP by Phillips & Perron (1988) , but these tests do not take into account the structural breaks in the series. It is expected that during the sample period selected for the study, major economic happenings would have been occurred which could have generated potential nonstationarity in the series. Such non-stationarity could have potential implications for under or over estimation of the results. In order to overcome such issues, the Zivot -Andrews (ZAU) 2 structural break test has been conducted. Table 1 below shows the results of the unit root tests applied in this study. and are integrated of order zero (I(0)) whereas is I(1). The ADF test on the other hand shows that and are I(1).
Cointegration (Long-Run Relationship)
The cointegration results are presented in table 2 and table below. The trace test rejects null hypothesis of zero cointegrating vector at 5 percent level of significance in favour of at most one cointegrating vector. The critical trace statistic at 5 percent level of significance is 98.373. Therefore, the computed trace statistic of 98.373 is greater than the critical vale at 5 percent level of significance (98.373 >69.818). Therefore, from the above-determined rank of the matrix, the respective unrestricted normalized estimates for the two cointegrating vectors , also known as the long-run elasticities and their respective unrestricted long-run adjustment coefficients are reported in tables 4 and 5 respectively. According to Charemza and Deadman (1993) , the adjustment coefficients in the α matrix are supposed to be negative in order to be in alignment with the hypothesis of an error correction mechanism given by deviations from the long-run equilibrium or variable path, and that both and α coefficients attain some economic meaning after standardizing. The elements of the matrix are economically interpreted as the long-run parameters and those of the α matrix are referred to as the measure of the speed of adjustment of particular variables with respect to a disturbance in the equilibrium relation. It was noted that the variables are cointegrated with rank order 1, which implied that there was one long-run relationships among the variables or one cointegrating vector, and such relationship was thereafter discussed, particularly that with respect . However, in order to tie the short-run dynamics of variables to their long-run values in the equation, the VECM was estimated, the results of which are presented in Table 6 . The cointegrating vector was used to blend the VECM equation 2: CVI = FDI -0.048214*EMP + 0.250358*INF + 0.138399*REER + 0.080393*RIR………………(2) From the results depicted in Table 6 above, the value of R 2 (0.56) shows that about 56 percent of the variations in FDI in the short-run are explained by the set of explanatory variables included in the model. The VECM results reveal that about 1 percent of the disequilibrium is corrected each year by changes in FDI in South Africa. This is justified by the coefficient -0.803683. This coefficient bears the expected sign (negative) as per theory. The error correction suggests the validity of the equilibrium relationship indicating the existence of market forces that operate to restore long -run equilibrium after a short -run shock.
Other diagnostic tests
The validity of the test results does not only depend on the presented tests but also on the normality, serial correlation LM as well as heteroskedasticity tests. The serial correlation tests results are presented in table 6 below and the results that there is no evidence of serial correlation amongst the residuals as shown by the probability values. The null hypothesis of no serial correlation is accepted at 5 percent level of significance. The normality test also showed that the residual are multivariate normal. lastly the heteroskedasticity tests was performed to determine if there is any evidence of heteroskedasticity in the model and the results 3 show that there is no heteroskedasticity in the model.
Conclusion
The study utilised the time series annual data covering the period 1970 and 2013 for South Africa. Having performed the unit root tests as a precautionary measure using the ZAU test and found that only inflation was integrated of order one, we use the VEC approach to detect he short-run relationship between FDI and employment in South Africa. The generalto-specific approach was also utilised estimate the error correction model(ECM) whereby we start with a maximum lag order of 8 and in each stage drop out all insignificant stationary regressors until the best specification is obtained. The estimation results of VEC model FDI model are presented in table 6. These results suggest that the VECM is correctly specified since all the diagnostic tests are satisfactory. For instance, the null hypothesis of no serial correlation and heteroskedasticity in the FDI model is not rejected at 5 percent level of significance. In the same way, the normality test showed that the functional form of the VECM is correct. The results show that there is a positive long-run relation between FDI and employment in South Africa. This means that a one percent increase in employment would increase FDI by about 5 percent. Increases in employment imply a decline or fall in unemployment and this brings positive investor confidence. Inflation, real effective exchange rate as well as real interest rate however yield negative relationship. The negative coefficient of the inflation suggests that high inflationary pressures would scare away the foreign investors. When the South African Rand (R) appreciates, it becomes expensive for foreign investors to buy the local currency. This limits the inwards FDI and hence investors seek other alternative investment opportunities elsewhere. Finally, when interest rates are high, borrowing becomes quite expensive for investors so they make less real investment. This is shown by the negative coefficient of about 8 percent.
